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BEGIN SUMMARY: REACTION TO LAST WEEK’S WHITE PAPER ON 
WAGES AND PRICES DOMINATED THE ECONOMIC SCENE THIS WEEK. 
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OF SUPPORT FOR THE WAGE AND PRICE POLICIES CONTAINED IN 
THE WHITE PAPER, POCKETS OF SUPPORT BEGAN TO APPEAR IN 
QUARTERS ESSENTIAL TO THE SUCCESS OF THE POLICY. WHIFF. 

THE WHITE PAPER REPRESENTS A NEW FACTOR IN THE ECONOMIC 
EQUATION, IT WILL HAVE LITTLE IMMEDIATE IMPACT ON THE DI- 
RECTION OF THE MAIOR ECONOMIC INDICATORS. END SUMMARY. 

1. EMPLOYMENT: THERE ARE PRESS REPORTS THAT INTERNAL 
PRELIMINARY TREASURY ESTIMATES PROJECT UNEMPLOYMENT TO 
REACH A LEVEL OF 1.5 MILLION DURING THE COURSE OF 1976. 

IF TRUE, THIS WOULD GIVE RECOGNITION TO THE LIKELIHOOD 
THAT UNEMPLOYMENT WILL SURPASS THE LEVEL OF ONE MILLION 
JOBLESS, ONE THAT HAS NOT BEEN EQUALED IN THE POST WAR 
PERIOD. 


2. CURRENT ACCOUNT: ALTHOUGH THERE WAS A DETERIORATION 
OF SOME 153 MILLION POUND (S.A.) IN THE U.K. CURRENT AC- 
COUNT POSITION, JUNE OVER MAY, THE UNDERLYING TRENDS AP- 
PEAR TO CONFIRM A SUBSTANTIAL REDUCTION IN THE 1974 DEFI- 
CIT. THE JUNE DEFICIT OF 49 MILLION POUNDS BRINGS THE 

SIX MONTH DEFICIT TO 458 MILLION POUNDS COMPARED TO 1,890 
MILLION POUNDS RECORDED IN THE FIRST SIX MONTHS OF 1974. 
THE JUNE VISIBLE TRADE DEFICIT OF 168 MILLION POUNDS WAS 
COMPOSED OF A 223 MILLION POUND DEFICIT IN OIL-RELATED 
TRADE AND A NON-OIL TRADE SURPLUS OF 54 MILLION POUNDS. 
THE SURPLUS ON INVISIBLE TRADE CONTINUES TO SHOW AN ESTI- 
MATED SURPLUS OF 120 MILLION POUNDS PER MONTH. SEE REFTEL 
FOR DETAILS. 

3. WHOLESALE PRICES: AFTER A 2.75 PERCENT INCREASE IN 
MAY, THE WHOLESALE PRICE INDEX MEASURING OUTPUT PRICES 
ROSE BY JUST 0.8 PERCENT IN JUNE. THE MAY FIGURE WAS DIS- 
TORTED BY THE TAX INCREASES INCLUDED IN THE APRIL 
BUDGET. THE SLOWER RATE OF INCREASE IN JUNE MAY PRESAGE 
A SLACKENING OF INFLATIONARY PRESSURES ON PRICES PAID BY 
MANUFACTURERS. THE INDEX OF OUTPUT PRICES (EX FACTORY) 
ROSE FROM187.3 IN MAY TO 188.8 IN JUNE WHILE THE INDEX OF 
MATERIALS PRICES (IMPORTS) ROSE FROM 225.8 TO 227.5. 

SINCE JULY 1974 THE OUTPUT PRICE INDEX HAS RISEN BY 23 
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PERCENT WHILE THE INDEX OF MATERIALS PRICES HAS INCREASED 
BY 7.2 PERCENT. OVER THE PAST 3 MONTHS THE INCREASES 
WERE 3.6 AND 2.1 PERCENT, RESPECTIVELY. (THESE INDICES 
ARE BASED ON 1970 EQUALS 100.) 

4. RETAIL PRICES: THE RETAIL PRICE INDEX FOR JUNE WAS 
137.1 (1974 EQUALS 100) AN INCREASE OF 1.9 PERCENT OVER 
THE MAY LEVEL OF 134.5. FOR THE CURRENT 12 MONTH PERIOD 
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THIS INDEX HAS RISEN BY 25.0 PERCENT WHILE THE RISE OVER 
THE PAST THREE MONTHS WAS 6.2 PERCENT. THE RAPID IN- 
CREASE IN RETAIL PRICES REFLECTS IN PART THE PASSING 
THROUGH BY MANUFACTURERS OF LARGE WAGE SETTLEMENTS EARLI- 
ER IN THE YEAR. 
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5. EXCHANGE RATE AND GOLD: 

(DATES) 7/10 7/17 CHANGE 

EXCHANGE RATE $2,2000 $2.1800 DOWN $0.0200 

EFFECTIVE DEPRECIATION 

(PERCENT) 27.1 26.6 NARROWED 0.5 
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GOLD 

$164.00 

$164.00 

NO CHANGE 

6. FORWARD DISCOUNT ON STERLING: 

(DATES) 

7/10 

7/17 

CHANGE 

1 MONTH 

0.48 

0.55 

UP 0.07 

3 MONTHS 

1.42 

1.70 

UP 0.28 

6 MONTHS 

3.10 

3.50 

UP 0.40 


(ALL FIGURES IN CENTS) 


7. EURODOLLAR INTEREST RATES: 


(DATES) 

7/10 

7/17 

CHANGE 

1 MONTH 

6-5/8 

6-3/8 

DOWN 1/4 

3 MONTHS 

7-1/4 

7 

DOWN 1/4 

6 MONTHS 

8 

8-1/8 

UP 1/8 

8. LOCAL AUTHORITY DEPOSIT RATES: 

(DATES) 

7/10 

7/17 

CHANGE 

1 MONTH 

9-1/8 

9-7/16 

UP 5/16 

3 MONTHS 

9-1/2 

9-11/16 UP 3/16 

6 MONTHS 

10 

10-1/16 

UP 1/16 


9. THE MINIMUM LENDING RATE REMAINED UNCHANGED AT 10 
PERCENT ON FRIDAY. JULY 18, L975. 

RICHARDSON 
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